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§ 201.31 Conditions in market agency, 
dealer and packer bonds. 

Each market agency, dealer and 
packer bond shall contain conditions 
applicable to the activity or activities 
in which the person or persons named 
as principal or clearees in the bond pro-
pose to engage, which conditions shall 
be as follows or in terms to provide 
equivalent protection: 

(a) Condition Clause No. 1: When the 
principal sells livestock for the accounts 
of others. If the said principal shall pay 
when due to the person or persons enti-
tled thereto the gross amount, less 
lawful charges, for which all livestock 
is sold for the accounts of others by 
said principal. 

(b) Condition Clause No. 2: When the 
principal buys livestock for his own ac-
count or for the accounts of others. If the 
said principal shall pay when due to 
the person or persons entitled thereto 
the purchase price of all livestock pur-
chased by said principal for his own ac-
count or for the accounts of others, and 
if the said principal shall safely keep 
and properly disburse all funds, if any, 
which come into his hands for the pur-
pose of paying for livestock purchased 
for the accounts of others. 

(c) Condition Clause No. 3: When the 
principal clears other registrants buying 
livestock and thus is responsible for the 
obligations of such other registrants. If 
the said principal, acting as a clearing 
agency responsible for the financial ob-
ligations of other registrants engaged 
in buying livestock, viz: (Insert here 
the names of such other registrants as 
they appear in the application for reg-
istration), or if such other registrants, 
shall (1) pay when due to the person or 
persons entitled thereto the purchase 
price of all livestock purchased by such 
other registrants for their own account 
or for the accounts of others; and (2) 
safely keep and properly disburse all 
funds coming into the hands of such 
principal or such other registrants for 
the purpose of paying for livestock pur-
chased for the accounts of others. 

(d) Condition Clause No. 4: When the 
principal buys livestock for his own ac-
count as a packer. If the said principal 
shall pay when due to the person or 
persons entitled thereto the purchase 

price of all livestock purchased by said 
principal for his own account. 

[47 FR 32695, July 29, 1982]

§ 201.32 Trustee in market agency, 
dealer and packer bonds. 

Bonds may be in favor of a trustee 
who shall be a financially responsible, 
disinterested person satisfactory to the 
Administrator. State officials, secre-
taries or other officers of livestock ex-
changes or of similar trade associa-
tions, attorneys at law, banks and 
trust companies, or their officers, are 
deemed suitable trustees. If a trustee is 
not designated in the bond and action 
is taken to recover damages for breach 
of any condition thereof, the Adminis-
trator shall designate a person to act 
as trustee. In those States in which a 
State official is required by statute to 
act or has agreed to act as trustee, 
such official shall be designated by the 
Administrator as trustee when a des-
ignation by the Administrator becomes 
necessary. 

[41 FR 53774, Dec. 9, 1976]

§ 201.33 Persons damaged may main-
tain suit; filing and notification of 
claims; time limitations; legal ex-
penses. 

Each bond and each bond equivalent 
filed pursuant to the regulations in 
this part shall contain provisions that: 

(a) Any person damaged by failure of 
the principal to comply with any con-
dition clause of the bond or bond equiv-
alent may maintain suit to recover on 
the bond or bond equivalent even 
though such person is not a party 
named in the bond or bond equivalent; 

(b) Any claim for recovery on the 
bond or bond equivalent must be filed 
in writing with either the surety, if 
any, or the trustee, if any, or the Ad-
ministrator, and whichever of these 
parties receives such a claim shall no-
tify the other such party or parties at 
the earliest practical date; 

(c) The Administrator is authorized 
to designate a trustee pursuant to 
§ 201.32; 

(d) The surety on the bond, or the 
trustee on the bond equivalent, as the 
case may be, shall not be liable to pay 
any claim if it is not filed in writing 
within 60 days from the date of the 
transaction on which the claim is 
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based or if suit thereon is commenced 
less than 120 days or more than 547 
days from the date of the transaction 
on which the claim is based; 

(e) The proceeds of the bond or bond 
equivalent, as the case may be, shall 
not be used to pay fees, salaries, or ex-
penses for legal representation of the 
surety or the principal. 

[56 FR 2128, Jan. 22, 1991]

§ 201.34 Termination of market agen-
cy, dealer and packer bonds. 

(a) Each bond shall contain a provi-
sion requiring that, prior to termi-
nating such bond, at least 30 days no-
tice in writing shall be given to the Ad-
ministrator, Grain Inspection, Packers 
and Stockyards Administration (Pack-
ers and Stockyards Programs), U.S. 
Department of Agriculture, Wash-
ington, DC 20250, by the party termi-
nating the bond. Such provision may 
state that in the event the surety 
named therein writes a replacement 
bond for the same principal, the 30-day 
notice requirement may be waived and 
the bond will be terminated as of the 
effective date of the replacement bond. 

(b) Each bond filed by a market agen-
cy who clears other registrants who are 
named in the bond shall contain a pro-
vision requiring that, prior to termi-
nating the bond coverage of any 
clearee named therein, at least 30 days 
notice in writing shall be given to the 
Administrator, Grain Inspection, Pack-
ers and Stockyards Administration 
(Packers and Stockyards Programs), 
U.S. Department of Agriculture, Wash-
ington, DC 20250, by the surety. Such 
written notice shall be in the form of a 
rider or endorsement to be attached to 
the bond of the clearing agency. 

(c) Each trust fund agreement and 
trust agreement shall contain a provi-
sion requiring that, prior to termi-
nating such agreement, at least 30 days 
notice in writing shall be given to the 
Administrator, Grain Inspection, Pack-
ers and Stockyards Administration, 
U.S. Department of Agriculture, Wash-
ington, DC 20250, by the party termi-
nating the agreement. Such provision 
shall state that in the event the prin-
cipal named therein files an acceptable 
bond or bond equivalent to replace the 
agreement, the 30-day notice require-
ment may be waived and the agree-

ment will be terminated as of the effec-
tive date of the replacement bond or 
bond equivalent. 

(Approved by the Office of Management and 
Budget under control number 0580–0015) 

[47 FR 32695, July 29, 1982, as amended at 54 
FR 26349, June 23, 1989; 61 FR 36279, July 10, 
1996; 68 FR 75388, Dec. 31, 2003]

PROCEEDS OF SALE

§ 201.39 Payment to be made to con-
signor or shipper by market agen-
cies; exceptions. 

(a) No market agency shall, except as 
provided in paragraph (b) of this sec-
tion, pay the net proceeds or any part 
thereof, arising from the sale of live-
stock consigned to it for sale, to any 
person other than the consignor or 
shipper of such livestock except upon 
an order from the Secretary or a court 
of competent jurisdiction, unless (1) 
such market agency has reason to be-
lieve that such person is the owner of 
the livestock, (2) such person holds a 
valid, unsatisfied mortgage or lien 
upon the particular livestock, or (3) 
such person holds a written order au-
thorizing such payment executed by 
the owner at the time of or imme-
diately following the consignment of 
such livestock: Provided, That this 
paragraph shall not apply to deduc-
tions made from sales proceeds for the 
purpose of financing promotion and re-
search activities, including educational 
activities, relating to livestock, meat, 
and other products covered by the Act, 
carried out by producer-sponsored or-
ganizations. 

(b) The net proceeds arising from the 
sale of livestock, the ownership of 
which has been questioned by a market 
agency duly authorized to inspect 
brands, marks, and other identifying 
characteristics of livestock may be 
paid in accordance with the directions 
of such brand inspection agency if the 
laws of the State from which such live-
stock originated or was shipped to 
market make provision for payment of 
the proceeds in the manner directed by 
the brand inspection agency and if the 
market agency to which the livestock 
was consigned, and the consignor or 
consignors concerned, are unable to es-
tablish the ownership of the livestock 
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